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Objectives

Be able to
WExplain the final RMD regulations impacts on the A.L.A.R. rule

Wldentify which types of beneficiaries are subject to the 10-year rule

Wlidentify beneficiaries who qualify for the automatic waiver of the
excise tax on RMD failure

WExplain the changes to Roth RMD requirements.
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Presenter: Denise Appleby

Denise Appleby, MJ, CISP, CRC, CRPS, CRSP, APA

Denise is the author of: The IRA Quick Reference Guide: A
Compilation of IRA Quick Reference Guides and creator of
www.irapublications.com

Denise is an author, consultant, trainer, and speaker on the tax laws and
operations compliance that govern IRAs and employer sponsored
retirement plans.

Denise’s consulting practice focuses on protecting retirement
savings accounts from costly mistakes.

Denise works with advisors to help ensure that their clients avoid these
mistakes, by simplifying the tax code and other governing rules and
regulations. When possible, Denise helps to correct mistakes that have
already been made and have helped individuals save from a few
hundred to millions of dollars by avoiding and/or correcting mistakes.
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http://www.irapublications.com/

Sign UP and Save the Dates

Retirement Accounts Masterclass
with Denise Appleby — hosted by Financial Experts Network
Each class will provide 2 CE credits for CFPs, Investment Adviser Reps and PACE.

Retirement Accounts Masterclass: Session 1 of 4 VIEW AGENDA

Wed, Oct 02, 2024 | 01:00 PM - 03:30 PM

Retirement Accounts Masterclass: Session 2 of 4 VIEW AGENDA

Wed, Oct 09, 2024 | 01:00 PM - 03:30 PM

Retirement Accounts Masterclass: Session 3 of 4 VIEW AGENDA

Wed, Oct 16, 2024 | 01:00 PM - 03:30 PM

Retirement Accounts Masterclass: Session 4 of 4 VIEW AGENDA

Wed, Oct 23, 2024 | 01:00 PM - 03:30 PM


https://www.financialexpertsnetwork.com/view-agenda/129
https://www.financialexpertsnetwork.com/view-agenda/129
https://www.financialexpertsnetwork.com/view-agenda/129
https://www.financialexpertsnetwork.com/view-agenda/129

Masterclass Prices

Click here to purchase a Masterclass Pass

Program Pricing
FEN Subscriber Pass: $249
Early Bird Price: $199 (until 8/15)

FEN Guest Pass: $349
Early Bird Price: $249 (until 8/15)

CE Reporting Fees are extra: $3 per CFP credit hour and S5 per IAR credit hour.
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Disclaimer & Copyright

This information is for general information purposes only and is
not intended to be used as tax or legal advice. You may need
additional material to answer some questions related to the
course topic.

For legal and compliance reasons, we are unable to answer
guestions about specific cases, unless we are separately
retained for such a consultation.

© Appleby Retirement Consulting Inc. All rights reserved. Not to
be recorded, videotaped, or reproduced in whole or in part in any
form without permission from Appleby Retirement Consulting Inc.
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How it started

¥ The Setting Every Community Up for Retirement Enhancement (SECURE)

Act of 2019, Pub.L. 116-94, was signed into law on December 20, 2019, as
part of the Further Consolidated Appropriations Act, 2020

SECURE Act
increased RMD starting age from 70 2 to 72
added eligible designated beneficiaries after 2019

made life expectancy distributions for accounts inherited after 2019
available only eligible designated beneficiaries
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How It’s Going! Final
RMD Regulations Issued

WIRS final regulations
RMD regs July 19,
2024,

¥incorporate rules
from
SECURE SECURE
2.0.
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New RMD Ages: 1959 YOB Now Proposed

Year/date of birth

Attained age relevant to RMDs

Applicable age When RMDs begin

June 30, 1949, and earlier

e Attained age 70% before 2020

The year they attained age 70%

July 1, 1949-December 31, 1950

e Attained age 70% after 2019
e Attained age 72 before 2023

The year they attained age 72

January 1, 1951-December 31,
1958

e Attain age 72 after 2022
e Attain age 73 before 2032

The year they attain age 73

January 1, 1959-December 31,
1959

o Still at age 73 in 1959

The year they attain age 73*

January 1, 1960, and after

e Attain age 74 after 2032

The year they attain age 75

The First RMD must be taken by April 1 of the year after the Applicable RMD Age.

* SECURE Act 2 proposed regulations
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Roth Accounts
are not like the g =
rest!

No RMDs for owners.

Always for Roth IRAs. As of 2024 for
Designated Roth accounts (DRAS)

Beneficiaries: Options always Death
before ether required beginning date
(RBD)

e
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This Photo by Unknown Author is licensed under CC BY-SA-NC


https://www.ondarock.it/news.php?id=6317
https://creativecommons.org/licenses/by-nc-sa/3.0/

SECURE Act 2.0

WDesignated Roth Accounts (DRAs): Roth 401(k), Roth 403(b), Roth
457(b) accounts.

* Owners not subject to RMDs as of 2024
* Does not affect 2023 RMDs even if taken in 2024

WNow ‘like’ Roth IRAs
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10 Year Rule is a
lock

Waiver Ends 2024




The SECURE Act

¥The Setting Every Community Up for Retirement Enhancement
(SECURE) Act

¥Signed into law on 12/20/2019 as part of the spending bill, Further
Consolidated Appropriations Act, 2020

¥Generally effective as of January 1, 2020
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SECURE Act Language

(1) In general. --Except in the case of a beneficiarywho is
not a designated beneficiary, subparagraph (B)(ii) -- ~  (l)
shall be applied by substituting 10 years' for 5 years),
and " " (ll) shall apply whether or not distributions of the
employee's interests have begun in accordance with
subparagraph (A).

(i1) Exception for eligible designated beneficiaries.
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The Proposed RMD Regulations

WPublished February 24, 2022, Federal Register.
Winterprets SECURE Act.
WEffective January 1, 2022.

WFor 2021, the existing regulations apply, with a “reasonable, good
faith interpretation” of the SECURE Act.

WEffective until final regulations are issued
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Proposed Regulations Shake Up Industry

Some required to take annual RMDs
under the 10-year rule

At Least As Rapidly (ALAR) rule still
applies




Waiver of Excise Tax For RMDs
under SECURE Act 1.0 10-year rule.

¥ Notice 2022-53: 2021 and 2022

@ Notice 2023-54: Extended to
2023

¥ Notice 2024-35 : Extended to
2024
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Death on/after the RBD (N/A for Roth

Designated IRAs)
Beneficiaries @ 10-Year rule PLUS

W Annual RMDs
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Successor

Beneficiaries of
Eligible

Designated
Beneficiaries

W Successor beneficiary of Eligible
designated beneficiary who was
taking life expectancy distributions

W Eligible designated beneficiary

includes pre-2020 designated
beneficiaries
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Caution: RMDs not Waived

¥ Only the excise tax is waived. RMDs are not waived

¥ Caution: Rollover from employer plans to IRA may not

include RMDs
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Asked and
Denied

A.L.A.R. for designated beneficiaries

This Photo by Unknown Author is licensed under CC BY


https://www.flickr.com/photos/linkedineditors/15330066894
https://creativecommons.org/licenses/by/3.0/

Caution: RMDs not Waived

¥ Waiver ends: Excise tax applies to 2025 and after RMDs not taken
¥ 10-year rule still applies-no extension.

¥ No ‘catch-up’ required
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Marked safe from this
automatic waiver: e

All other
beneficiaries!




Beneficiary
Options
Finalized




Classes of Beneficiary

Pre-SECURE |SECURE 1.0 | Definition/Comments

Beneficiary v v v' Any party that inherits an IRA
v" Named on the beneficiary form or determined to be the beneficiary under the terms of the plan
document
Designated v v v" A beneficiary who is an individual
Beneficiary (DB) v' See-through trusts qualifies
Eligible Designated X v A designated beneficiary who is either of the following:
Beneficiary (EDB) The surviving spouse of the IRA owner

1

2. Achild of the IRA owner who has not reached age 21

3. Disabled

4. Chronically ill

5. Does not fall under any of the above and is not more than 10 years younger than the IRA owner
Determined at the time of the IRA owner’s death

Nondesignated v v v" Any beneficiary that is not a designated beneficiary (a non-individual)
Beneficiary

Successor v v v' Beneficiary who inherits from a beneficiary

Beneficiary
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See-Through Trust Is a Designated Beneficiary

To be a see-through trust, the trust must meet the following
requirements:

¥(1) the trust is valid under State law or would be valid but for the fact
that there is no corpus;

¥(2) the trust is irrevocable or will, by its terms, become irrevocable
upon the death of the employee;

¥(3) the beneficiaries of the trust who are beneficiaries with respect to
the trust's interest in the employee's benefit are identifiable; and

¥(4) the specified documentation requirements are satisfied.
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See-Through Trust Documentation

The documentation requirements does not apply to IRAs
¥(1) a copy of the actual trust instrument, or

W(2) a list of all the trust beneficiaries, including contingent
beneficiaries, with a description of the conditions on their
entitlement sufficient to establish who are the beneficiaries.
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Minor Child

¥Must be child or IRA owner /participant
WUnder age 21
¥includes a stepchild, an adopted child, and an eligible foster child
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T —
Beneficiary Options: Pre-Secure Act & SECURE Act

Pre-SECURE: IRA owner dies SECURE: IRA owner dies after 12/31/2019

12/31/2019 or earlier

Death before the RBD |Death on/after the RBD | Death before the RBD |Death on/after the RBD
(N/A Roth IRA) (N/A Roth IRA)
Designated ¥ 5-yearrule @ Longer of ¥ 10-year rule @ Beneficiary’s life
Beneficiary ¥ Beneficiary’s Beneficiary’s or expectancy &
life expectancy decedent’s life @ 10 Year rule
expectancy
Eligible ¥ N/A ¥ N/A ¥ Beneficiary’s life | Longer of
Designated expectancy or Beneficiary’s or
Beneficiary ¥ 10 Year rule decedent’s life
expectancy
Nondesignated ¥ 5-yearrule @ Decedent’s life ¥ 5-yearrule @ Decedent’s life
beneficiary expectancy expectancy
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No Documentation Required for EDB of IRAs

WDisabled or chronically ill beneficiaries must provide documentation
to plan administrators.

W¥This requirement does not apply to IRAs (a change from the proposed
regulations)
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Older EDB Safe from
Their Own LE

WProposed RMD Regulations
required post RBD older
Eligible Designated
Beneficiary to end
distributions by end of
owner's single life
expectancy

WFinal RMD regulations
remove restriction



http://www.flickr.com/photos/crschmidt/3039527699/
https://creativecommons.org/licenses/by/3.0/

RMD for Year of Death

¥Multiple beneficiaries: Can be taken by one or more beneficiaries
¥Multiple IRAs: prorated among IRAs
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RMD for Year of Death: Waiver of Excise Tax

WCalculated as if owner lived through to the end of the year

WAny

shortage must be taken by beneficiary

* 25% excise tax (reduced form 50% under SECURE Act 2.0 a/o
2023).

WExcise tax automatically waived if distributed by the later of:

°1
C
° 1

ne tax filing deadline for the year in which the owner /participant
ied and

ne end of the following calendar year (proposed regs was tax

filing due date plus extensions).
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Spouse Treat as own Deadline Removed

WProposed: Dead

(1)the end of t
reaches app

(2)the end of t
IRA owner's

ine is the later of:

ne calendar year in which the surviving spouse
icable age, and

ne calendar year following the calendar year of the
death.

surviving spouse still would be permitted to roll over distributions
to the spouse's own IRA except for hypothetical RMDs

WFinal regulations eliminate the deadline

WHypothetical RMD rule still apply
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More to come




Key Takeaways

W¥The regulations are final. No more wait and see.

W¥The at least as rapidly rule was never been and still has not been
repealed.

W¥The rules vary among the classes of beneficiaries.

WRMD shortfalls are subject to excise tax but can be waived under
qualifying circumstances.

WRollovers cannot include RMDs.
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[

Thank you for your time and attention




Questions?

Denise@Applebyconsultinglnc.com
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